The purpose of this study is to explore the Chinese own brand strategy in the grocery sector by applying two competitive advantage theories. The theories are Porter's Generic Strategies model and Hunt's ResourceAdvantage theory. Three sets of Chinese own brand strategies are reviewed. A preferred Chinese own brand strategy combining cost leadership and differentiation simultaneously is identified. A qualitative methodology is utilised to examine some of the many facets of own brand development in China. The main data for this study are drawn from semi-structured interviews and selected store observations in Shanghai, China. The implications, limitations and directions of the study are discussed.
Introduction
Retailing has been recognised by academics and practitioners as not merely the end of the distribution network, but also as a contributor to the marketing strategy (McGoldrick, 2002; Newman and Cullen, 2002; Business Insights, 2005; Consuegra, 2006; Groznik and Heese, 2010) . Fierce competition among retailers has forced them to not only focus on retail location, economies of scale and store traffic, but also on building differentiation through the use of high-quality own brands (Koskinen, 1999; Corstjens and Lal, 2000; Burt and Sparks, 2003; Burt and Johansson, 2004; Kumar and Steenkamp, 2007; Hansen and Singh, 2008; Martos-Partal and Gonzalez-Benito, 2009 ). Research on own brand strategy has been extensively conducted in Western countries, especially in the USA, Canada and the UK, where own brand markets are well advanced (Hyman et al., 2010) . In contrast, few studies are available for emerging markets such as China, Eastern Europe and Africa (Hsu and Lai, 2008) . This gap provides an excellent opportunity for further study in this arena.
In order to achieve competitive advantage, retailers use own brands as a strategic weapon for differentiating themselves from the competitors (Liu and Wang, 2008) . This study explores the Chinese own brand strategy in the grocery sector by referencing Porter's Generic Strategies and Hunt's Resource-Advantage theory (R-A theory) as a framework, which might be relevant to the research portfolio of own brand strategy in the emerging market. Drawn on the competitive advantage theories, three main research questions have been addressed: What are Chinese own brands? What is the preferred Chinese own brand strategy? What is the key success factor behind Chinese own brand strategy? Following a literature review of competitive advantage theory pertaining to Chinese own brand strategy, a qualitative study method will be adopted for this exploratory study. The results and findings from the interviews with the Chinese retail experts are discussed. A number of potential managerial implications are also analysed. The limitations of the study and the directions of further studies are explicated.
Hunt's Resource-Advantage theory
R-A theory , as a general theory, has addressed the deficiencies in Porter's approach by advocating a different concept of competition, that is, comparative advantage in resources. The theory has drawn on 11 research traditions from three major arenas: Economics (p.17), Differential Advantage (p.39) and Competitive Advantage (p.67) . Under this theory, competition is defined as an evolutionary and dynamic process. Environmental factors affect the application of the internal resources of a firm in such a way as to yield a competitive advantage (Hunt and Derozier, 2004) . R-A theory suggests that comparative advantage means achieving a superior performance through cost efficiency, value effectiveness or both. Comparative advantage may be gained through innovation, including pro-innovation and reactive-innovation (Hunt and Derozier, 2004) .
Due to the high heterogeneity and immobility among various industries and intraindustry, firms may be simultaneously superior/inferior in resources or in a position of advantage or disadvantage in the marketplace (Hunt, 2000, p.87) . Therefore, comparative advantage in resources implies the advantage is a relative term and multiple winners could co-exist in the same market segment (Hunt, 2001; Hunt, 2002; Hunt and Derozier, 2004) . In contrast to the fictional, neoclassical 'perfect competition' model, consumer and supplier information is imperfect and costly. Therefore, the successful firm must focus on its comparative advantage as part of an ongoing process to achieve 'better than' or 'more than' (Hunt, 2000, p.123) . For instance, the competitive firm may seek a suitable vendor among local firms rather than searching for the fittest vendor across a wider area. This all leads to a comparative advantage in resources which may lead to a competitive position in the marketplace (Hunt and Arnett, 2003; Hunt and Derozier, 2004) .
R-A theory emphasises three main aspects of competitive advantage: market segments, comparative advantage in resources and position in a marketplace (Hunt, 2000, p.137) . The market segments are defined as the group of consumers who have similar tastes and preferences (p.137). Thus, in order to gain a comparative advantage, the firm should develop, find and create resources that are advantageous in that defined segment or segments (p.138). The comparative advantage in some segments, rather than all the segments, may lead to a competitive advantage for the firm. When these resources are effectively utilised, this may be a source of long-term competitive advantage (p.138). Hunt clarified and expanded his R-A theory to provide more detailed guidance to market strategists. The focus is on firm-specific resources that might be available for firms in achieving a competitive advantage (Hunt, 1995; Hunt, 1997; Hunt, 1998; Hunt, 2002; Hunt and Derozier, 2004) .
R-A theory emphasises the significance of resources in the role of competition. Resources play a major role in gaining a competitive advantage. Each firm has its unique resources that may contribute to a stronger position over its competitors. The more unique resources that a company possesses and successfully utilises, the better chance it has to surpass the competition. The resources controlled, not owned, by a company make it possible for a firm to implement the strategies which increase both efficiency and effectiveness (Barney, 1991; Autry et al., 2005 ) while management's role in the process of achieving a competitive advantage is to develop and deploy such resources (Amit and Schoemaker, 1993; Hunt, 2002; Hunt and Derozier, 2004) .
R-A theory stresses that the nature of the competition is dynamic and an ongoing process. The theory highlights the importance of market segments, the heterogeneous resources of the firm and understanding market placement . It addresses the issue of why and when resource-advantage is gained, and under what circumstances this advantage can be achieved. It also explains why a company becomes efficient and effective in management of its resources, it will prevail over the competition .
Retailing competition under R-A theory
R-A theory explains retailing competition from the resource perspective. Due to the nature of the dynamic and ongoing process of competitive advantage, retailers can achieve their superior financial performance by using their own resources (Gatignon and Soberman, 2000; Cooper, 2003; Dobson et al., 2003; Lowson, 2003) . For example, Tesco, Sainsbury and ASDA can coexist in a highly competitive UK retailing market. These retailers use their firm-specific resources in an environment of heterogeneous market demand (Christopher, 1997; Lowson, 2003) , imperfect consumer information (Moir, 1990; Kotler and Keller, 2004) and diversified consumers' taste and preference to sustain their competitive position in a marketplace (Dawson, 2000a; Dawson, 2000b; Dawson, 2001) . Each of these retailers has its own identities (Darling, 2001; Devlin et al., 2003) and their own loyal customers (Corstjens and Lal, 2000; de Wulf et al., 2005) and their own brands in their respective market segments (Collins-Dodd and Lindley, 2003) . Although these firms are in the same industry and in a similar environment, they still have won over the competition by constantly finding and identifying new resources (Colla and Dupuis, 2002; Uusitalo, 2004) . These firm-specific resources enhanced by the firms' innovation are the foundation of own brand development. The key to achieving a competitive advantage is to determine and develop unique resources and utilise them effectively. The outcome of the competition is determined by how many of the resources the firm can employ with the desired consumer response in return.
The sources of competitive advantage
At a broader level, there are two sources or bases for creating competitive advantage: namely, from a value chain system including production, marketing (Porter, 1985; Porter, 1998; Walters and Lancaster, 2000) and from a company's resources (Wernerfelt, 1984; Fahy, 2000; Hunt and Derozier, 2004) . Porter (1985 Porter ( , 1998 stressed that competitive advantage can only be extracted from value chain activities. During the value chain activities, including support activities and primary activities, each activity can serve as a base for building differentiation. Understanding the value chain operation requires understanding of the value chain systems, which are major sources for differentiation (Porter, 1998, pp.120-121) . Hunt argues that differentiation can come from the resources the firm possesses. The internal resources of the company are often unique, which can generate differential advantages in terms of heterogeneity and immobility (Fahy, 2000; Lowson, 2003; Hunt and Derozier, 2004) . However, Porter did assume in his later work that a firm could gain both differentiation and cost leadership simultaneously under some conditions (Porter, 1998, pp.18-19) . If a firm can achieve cost leadership and differentiation simultaneously, then the rewards would be significant (Porter, 1998, p.18) . Therefore, the possibility of pursuing more than one strategy even under Porter's theory exists.
There are generally two schools of thought on the issue of implementing more than one strategy simultaneously. One position excludes the possibility of implementing multiple strategies because these strategies take different routes to achieve an advantage and may be inconsistent (Hambrick, 1983; Dess and Davis, 1984; Helms et al., 1997) . Competitive strategies may exist in certain industries, but not all the strategies can be found within one industry (Helms et al., 1997) . For example, in a dynamic industry, cost leadership strategy likely would not be available due to the implicit costs in meeting dynamic market competition (Hambrick 1983; Helms et al., 1997) . Under the same circumstances, a service sector differentiation strategy would be even more difficult under cost constraints (Campbell-Hunt, 2000; Powers and Hahn, 2004) . The second school advances the position that by adopting more than one strategy simultaneously it may be possible to achieve a sustainable advantage (Murray, 1988 , Miller, 1992 , Johnson and Scholes, 1993 . This position assumes that differentiation through higher quality will increase the market share; therefore, the economy of scale would result in a decrease in the unit costs (Gupta, 1995) . The study further asserted that a combination of these two strategies would be the most effective approach to achieve optimum performance for the firm (Miller and Dess, 1993) ; therefore, the possibility of implementing these two strategies simultaneously existed (Wagner and Digman, 1997) .
Application of the two strategies simultaneously in a retail context
In contrast to the research on the manufacturing sector, the retail industry has received much less attention in this field of inquiry. In early studies, some retailers found that adopting a single strategy was the main approach in the retail industry, e.g. Davies and Brooks (1989) indicated that UK retailers largely pursued differentiation strategy and Hooley et al. (1993) further asserted that retailers usually follow one strategic route, resembling Porter's model.
In contrast, later studies showed opposite results through their findings that retailers who pursued a combination of two strategies had an advantage over the retailers employing a single strategy in the mid-range position, such as Sainsbury (Cronshaw et al., 1994) . Some studies have supported the combination of the two strategies as being especially effective in the retail sector (Pitelis and Taylor, 1996) . Other studies have suggested that the 'stuck in the middle' strategy may be a good approach for the retailers (Rubach and McGee, 1998) . The retailers' performance has also cast doubt on Porter's theory. For example, K-Mart placed strong emphasis on cost leadership while 7-Eleven has stressed differentiation but they have been less profitable than food retailers who have pursued the two strategies simultaneously, e.g. Walmart (McGoldrick, 2002, p.145); Sainsbury (Cronshaw et al., 1994) and Tesco (IGD, 2006) . Many UK retailers have created differentiation through resource-based innovation, which is less costly.
To summarise, competitive advantage can be achieved in three ways: lower cost, differentiation or adopting the two strategies simultaneously. However, in a retailing environment, cost-effective differentiation is a prevailing strategy adopted by many prominent retailers (Warnaby and Woodruffe, 1995) , as non-price differentiation is subtler and more wide-ranging than that of price-related differentiation (Dawson, 2000a; Dawson, 2000b) . Therefore, the 'stuck in the middle' strategy or mid-range approach may be appropriate in a retail industry (Pitelis and Taylor, 1996) . This study has been undertaken using a qualitative method (Blaikie, 2000) or paradigm (Creswell, 1994) based on three sets of considerations: an 'exploratory' inquiry, the experts' opinions and previous researchers' reports. Four criteria were applied: the variety of the grocery marketing firms, the diversity of the population, availability of introductions to the appropriate interviewees, the timeframe and cost. Shanghai was selected because of its unique features: three types of retailing systems with nearly a half of the national chain stores' turnover volume, 1 a diverse population from 50 provinces and over 100 countries, the researchers' good connection with the people in Shanghai and a cost-effective approach due to single case design. The main data source for this study is drawn from the semi-structured interviews in Shanghai, China. A total of 40 retail experts were interviewed, including retailers, consultants and professors. The interviewees comprise 28 managers at the company and store levels, eight consultants from local consulting firms and four professors from the universities in Shanghai. The list of managers was provided by the Shanghai Chain Store Association. See Appendix 1 for more information.
The 28 managers worked for 17 different Chinese grocery retailers and they have a solid background in Chinese store-brand development. The types of retailers included standard supermarkets, hypermarkets, convenience stores, discount stores and one wholesale club. Ownership represented domestic Chinese -but not from Shanghai -and non-Chinese companies. The eight senior consultants chosen from the grocery sector who were interviewed were highly recommended by the Shanghai Chain Store Association. These consultants have consistently worked with the major retailers to develop retail marketing strategies, including building Chinese own brands. Consultants are people who have direct involvement with, and solid working knowledge of, own brand development. Their opinions are more disciplined and usually presented in an analytical fashion. The approach of the consultants is different from that of the retailers who possess a more task-oriented approach. See Appendix 2 for more information. Professors were selected by surveying the Chinese literature via a key academic search engine, i.e. 'China Knowledge Information Net' (CNKI) provided by a research university in Shanghai. All of these professors have a high research profile and are wellknown scholars in China. They have been conducting marketing research for over two decades. Some of their studies are in the field of retailing management and store-brand strategy. In China, the study of retailing management is under the division of marketing management. See Appendix 3 for more information.
Although tape-recording is a common method for doing interviews in Western countries, this is strongly discouraged in China due to cultural and political factors. Especially for the interviews with the senior managers, verbatim note-taking was strongly discouraged. Off-site note-taking was conducted as some interviewees were uncomfortable with on-site note-taking. The assurance of complete anonymity was required by all interviewees due to the protocol in China, which makes it difficult to use direct quotes in reporting the results of this investigation. Data were analysed using an open coding procedure in order to discover emerging new ideas without previously established restrictions (Strauss and Corbin, 1998) . A thematic analytical technique was adopted for three phases of data analysis (Boyatzis, 1998) . Three categories were utilised based on Porter's typology: low-cost, high-quality and mid-range own brands. The data further were grouped by the firms' resources to develop their own brands. In addition, store observations and a documentation survey were implemented in order to detect possible interview errors and ensure the validity of the data collected. Two research assistants conducted the store observations under the direction of the authors. Documentation checking was completed by the authors.
Findings and discussion
By using Porter's Generic Strategies typology, three Chinese strategic groups have been identified through extensive interviews, store observations and documentation research. They consist of a low-cost group, a higher quality group and a mid-range group. The first two strategies are consistent with Porter's Generic Strategies, while the third one is the modification or adaptation of these two strategies.
Low-cost strategic group
Followers of the low-cost strategic approach hold the view that consumers purchase an own brand because of its low price. They further assert that one of the distinguishing characteristics of an own brand is to offer the consumers lower priced products (Interviews: R1 and R2). The objective of this group is to reduce the cost in order to provide the consumers with lower prices. Three characteristics of this group are discussed next. First, this group offers a lower price along with a correspondingly lower quality. The products have been made by the suppliers, who made some modifications to existing products according to the specific requirements of the retailers. Changes relate mainly to size and/or quantities. The investment is limited, but the retailers must buy all the products repackaged since the products have been prepared for the specific firm (Interviews: C5 and R2). Under this production method, retailers retain a minimum responsibility while the suppliers are responsible for the majority of issues incurred in the process of making the own brands. The price of the own brands under this strategic group is lower than the regional brands, and significantly lower than the national brands. Table 1 provides some examples of own brands from the first strategic group in comparison to the regional brands. Based on the Table 1 , the prices of the own brands range from 10% to 40% lower than those of regional brands. The quality of these products is less positively regarded and consumers purchased them mainly for the cheaper price.
Second, the products of this group cannot create differentiation due to the retailers' limited involvement. They do not provide any level of differentiation relative to the other retailers regarding taste, quality or prices. Table 2 lists the products that are available in four observed retailing chains, which have presented almost the same features, product lines and similar pricing positions. Table 2 Selected products and prices available in four observed stores from different chains
Soy sauce 1.7/430 ml 0.9/400 ml 0.87/400 ml 12.9/1.9 L Shampoo 9.9/400 ml 9.9/400 ml 6.5/400 ml 12.9/400 ml In these four observed stores from different chains, all of the products listed in Table 2 were the own brand products of each firm. Consumers view these products as unknown brands, i.e. lower quality and prices. During the interview, the consumers indicated that they could not identify the differences between these products among the chains and believed these products were basically the same in terms of quality, features, and taste. Sometimes even the prices were similar.
Third, the products in this group suffer from a high turnover rate of suppliers. Due to the low technological requirements, retailers set minimal specifications. Therefore, changing suppliers in order to gain better bids has become a common practice in China. If a product can survive over a year, the retailer can consider this to constitute a longterm relationship with a supplier (Interviews: R2 and R15). A lack of longevity of the suppliers is the cause of inconsistent quality and standards. A consultant, C1, indicated that one chain could have offered higher quality but, due to the cost constraints, it chose to sacrifice the quality. The way to lower the standard varies. For example, the shampoo products were reduced in quality by eliminating certain processes during the production (Interview: C3). Washing detergent can be altered from standard by omitting some elements of the products. For suppliers, the only way that they can keep their own brand supplier status is to push the price to the lowest possible limits (Interviews: C3, C7 and C8).
A challenge faced by retailers in the low-cost strategic group is when the bottom of the price limit is reached. Retailers in this group are constantly under the pressure of a price war since price would be the only unique factor among the competitors. In order to resolve this negative outcome, some retailers, F1 and F15, for instance, constantly switched the suppliers to achieve a lower rate or forced the supplier to further reduce the cost by means of providing lower quality products. Neither of these solutions reversed the situation, and in fact, exacerbated it (Interviews: C2 and C5). Another challenge faced by this group is when the quality is below the regional brands. The average Chinese consumer views this level of own brand as a lower quality product. For low quality products, the consumers will only pay the lowest possible price. As a result, both retailers and suppliers might shift the quality to the generic level in order to achieve the lowest price possible (Interview: C2).
The higher quality strategic group
The retailers in this group take a different approach to own brand products. The premise is that quality is the key to success. Higher quality can attract new customers and keep the existing ones. Some chains, F2, F11 and F14, have placed emphasis on developing higher quality own brands at a higher price, meaning higher than regionally distributed products and comparable own brand's average prices in other chains. Table 3 lists selected higher quality own brand products. Note: *Own brand price; **regional brand price; ***the percent by which the own brand price exceeds the regional brand price. Source: Store observation conducted by a research assistant Based on Table 3 , the price of own brands is around 20-30% higher than that of the regional brands. Two characteristics of this group have been identified through this investigation.
First, the products are produced by highly trained suppliers who are considered experts in that area. Good examples of this group are the own brands of F2 and F11. F2's own brand luncheon box and F11's coffee were well received by the customers. F2's luncheon box, which featured high-quality, well-balanced nutrition and healthy ingredients, had gained a very good reputation in the market during the initial introductory period. The products were priced at a premium, which was at a higher price than regional brands. F11's coffee was also a well-regarded product which attracted many high-end customers. During the store observations, some customers expressed that they had purchased this product for a while, but felt the price was too high.
Second, the products have created a certain degree of differentiation from competitors through technological innovation. During the interviews with consultants, C2 and C5, and consumers, these products were considered to be differentiated from other retailers. These own brand products were produced for the higher economic status consumers who wanted to have better quality, better taste and, therefore, were willing to pay a higher price than other own brands or the regional brand products, but still less than the national and international brands. Consumers purchased these products due to the higher quality and unique taste rather than purely due to a price lower than the national or international brands. However, both of these own brand products (i.e. peanut butter and milk biscuit) are less popular now than two years ago, which implies that the higher quality, therefore the higher price approach, may be challenged in China's own brand market.
The high-quality approach by itself is plausible, but the challenge is whether or not the higher quality and the resulting higher price is a feasible own brand strategy in the current Chinese market. One challenge is how to convince the consumers to purchase these high-quality, yet high-priced, own brands over national and international branded products. For example, it is challenging to increase the perceived value of F11 coffee to Nestlé's level. Chinese consumers are very brand-conscious, and they view the brand as a quality assurance and indicator of status. Some consumers stated, when referring to this issue, that if own brand products had almost the same quality as the name-branded products, they would still be likely to purchase the latter. During store observations in F17, some consumers chose the name-brand noodle soup made by Unite, a Thai company, rather than the own brand products made by the very same company. This phenomenon has provided the managerial implication that the brand reputation has an even greater influence than that of the brand maker. A second serious challenge is how to keep the supplier in a long-term relationship. If the quality of the own brand is well received by consumers, the supplier might stop providing the products to the retailer and start to sell its own products at a higher profit. If the retailer could not keep these suppliers on a long-term basis, then the standard of quality might be altered. In order to keep these suppliers, the retailer may offer the supplier better terms, including a higher profit margin, but doing so could increase the price of the product to the extent that it might negatively affect sales. If this were to continue, the price would be much less competitive when compared to the national and international brands, which would further discourage the consumers from purchasing these own brands.
The mid-range strategic group
Based on the finding of this investigation, the mid-range strategic approach has been adopted by a considerable number of Chinese retailers. The own brands from these retailers are better received by consumers than those from both low-cost and high-quality groups. Three special characteristics make these retailers stand out: fair price, better value, and a certain degree of differentiation based on the firms' resources. Recently, there has been a trend to increase the mid-range own brand range in some chains, e.g. F10, F13, F14 and F17. The managers interviewed, R13, R14 and R15, stated that own brands should be positioned at a mid-range, which could coexist or replace the regional brand products. Several factors regarding this group are discussed below. First, the midrange strategic group aims at the right price rather than a low price. The majority of the own brands in this group are priced at the level of regional brands, which highlights their mid-price image. In China's market, the regional brands are not considered as lowquality products even though their quality varies. Therefore, to a degree, the own brand price set at the regional brand level can positively enhance the perceived value of own brands (Interviews: C2 and R2).
Second, the mid-range group has focused on quality control through direct and indirect control channels. Direct control refers to the factories owned by retailers, and indirect control refers to the external suppliers that are mid-sized manufacturers with solid revenues. Using a retailer's own factory to make its own brands is one of the most popular methods for this group, and has become the latest trend in own brand development (Interviews: R27 and R28). The retailer-owned factories are fully controlled and monitored by the retailer; therefore, the quality assurance is secured as the retailers are involved in the entire production process. Some examples are F4's Hengsheng canned meat, F3's Qingjian toilet paper, and F5's Haishi cooking oil. Retailers also utilise mid-sized suppliers with good revenues that are experienced and reliable. They can assure the quality and keep the cost low, as the suppliers are usually experienced and have the capability to build a larger economy of scale. Therefore, many own brands in this group have been manufactured by mid-sized suppliers. For example, F17 has set forth two criteria for its own brand products to follow when searching for suppliers: (a) a retailer should require a supplier to have between 501 and 1000 employees, and (b) the supplier's sales must be greater than 10 million Yuan (Interviews: R22 and R27). R27 explained why the size and revenue of the firm are relevant to the selection of own brand suppliers. The larger firms often hesitated to produce own brand products due to the possible damage to the reputation of national brands, while the smaller firms frequently constituted a higher risk as far as quality and specifications are concerned because they are not experienced suppliers. Therefore, the middle-sized companies proved to be the better option when choosing an own brand supplier. These firms are regional brand suppliers who are willing to make the own brand products to support their market share and maintain the full capacity of production, which sufficiently supports the requirements for making own brands. Due to this symbiotic relationship, these middle-sized companies maintain a greater loyalty level to ting the product quality and financial performance of the firm. If a firm could maintain over 10 million Yuan in sales annually, then its products were being well received by consumers (Interviews: R28, C2 and C8). In interviews with a consultant and a professor, C5 and P4, they confirmed that a firm's size and revenue are the key criteria during the supplier selection process (Interview: C5, P1, P2 and P3).
Third, in order to achieve differentiation, the mid-ranged group has also diligently sought ways to make products that are unique and not easily available in the market. Therefore, it is difficult to make comparisons with these products to the regional brands or other brands (see Table 4 ). The own brand products listed in Table 4 are unavailable in the international/ national/regional brand sectors, therefore consumers cannot make a direct comparison in reference to the ingredients, taste and price. Fourth, the mid-range group has focused more on adding value to the product with a smaller emphasis on quality improvement, which is a key factor that makes this group unique when compared to the other two groups. The retailers from this group have tried to add extra value to their own brand products through firm-specific resources. These products may only have the quality equivalent to the regional brands, but they are better and fitter than the regional brands in the consumers' minds. The mid-range strategic group has achieved a fair price, better value and greater differentiation via firm-specific resources. However, this can also create a challenge for the retailers to identify these resources and avoid them from being copied. Like the other two strategic groups, there are some challenges for the mid-range strategic group. The first challenge is how to convince consumers that mid-ranged products are not mediocre products. Mid-ranged own brands are mid priced, but value-added products. These features are achieved through employing resource-based innovation rather than lowering the standards. The second challenge is how to identify these resources. Retailers may not make sound decisions in adopting the right resources. They must adopt an approach that is consistent with the firm's image and reputation. For example, some domestic retailers have chosen to produce westernised foods, such as fried chicken, Italian pizza and German hamburgers as own-brand products. Some foreign-owned firms have built own brands with typical Chinese style foods, such as pickled tofu. These firms may have a good relationship with the suppliers who can provide these products. However, these firms must overcome the obstacle of convincing consumers that a Chinese hamburger is better than a German hamburger or that a foreign producer's pickled tofu is more genuine than those supplied by domestic supermarkets. The third challenge is how to prevent other companies from copying and imitating these resources. For example, relational resources may possibly be imitated by competitors once the resource is exploited by the first retailer. In order to maintain an advantage, a firm must constantly search for new resources. This method, according to Hunt and Derozier (2004) , is the key for achieving a competitive advantage. It is equally challenging for a firm to identify and keep resources.
This study found that the mid-range strategy is preferred by Chinese retailers as it produces lower cost and higher quality simultaneously, resulting in greater rewards. First, it moves away from the pure price competition that is central to a low-cost strategic approach. The mid-range approach aims at a fair price rather than at a lower price, therefore the price image can improve in comparison to lower price positioned own brands. Overstocked, unknown brand products in China's market have discouraged consumers from accepting other types of unknown brands (Interviews: R2 and R3). Lowquality products, especially in the food sector, have had a negative impact on the consumers' perception. The introduction of low-priced own brand products has further resulted in consumers' negative perception of such products, while a mid-range approach may alleviate the intensity of pure price competition (Interviews: C7 and C8).
Second, the mid-range approach stresses a value-added concept rather than a pure high-quality concept. Strong brand consciousness in the consumers' minds has built a barrier for those Chinese consumers to accept higher priced items in own brand products, despite their understanding that the higher price reflects a higher quality (Interviews: C3 and C5). As discussed above, although the quality gap between certain own-brand and national brands were not significant, consumers still prefer the national and international manufacturers' brands to the own brands, e.g. F11's coffee, due to the strong brand consciousness.
This study revealed that the firms in the mid-range strategic group have successfully employed their firms' resources in developing their own brands. Two types of resources have been utilised by these firms, namely, organisational and relational resources which are from four sources. These four kinds of sources are available in making mid-range own brands as shown in Table 5 . Organisational resources. There is only one own brand source identified from this study under the category of organisational resources. Own brands from the first type of source on Table 5 , i.e. own brands made by their own facilities, is under this category. These firms either own a farm or a factory. The retailer is involved in the entire end-to-end process of making own brands, starting from the beginning design and specification phases to the final production and packaging phases. The products are usually of a good value or are differentiated from those of other retailers' brands. These special featured and value-added products are unique to the market. For example, F4's canned meat contains the pork found in other canned meats, but it is produced with a Chinese traditional formula, i.e. special taste and ingredients. This creates a retailer-specific, value-added product.
Relational resources. There are three types of resources: Type 2, 3 and 4 sources from Table 5 are under this classification. The second type of own brand source is from the national branded manufacturers who have well-established reputations in the product lines to make the first type of products. The retailers who have a close relationship with these national brand manufacturers usually can negotiate a favourable own brand contract with the manufacturers. The own brand quality is higher because own brand suppliers are actually national brand manufacturers. The cost is reduced by cutting channel expense and shortening the process of the production, or by eliminating some ingredients.
The third type of own brand source is related to a specific country or region. This type can be further divided into two sub-classes: (a) those products with ingredients or formulas that originate from a specific area, creating a unique product that differentiates itself from similar products made in other locations; and (b) products manufactured from a country or region known for good quality, e.g. Western countries. In addition, some major cities in China, like Shanghai and Beijing, that have a good reputation for quality. Therefore, the products originating in these two cities have a higher perceived value in the consumers' minds.
The fourth type of own brand source, 'personal connection', comes from the regional manufacturers who offer recognisable quality in a product by adding special features based on information generated from the retailers. For example, F8's ladies' and gentlemen's bottled water is a good example of this type of product. The supplier has changed the size and bottle shape to cater to the different preferences of the consumers. Those changes add an extra value to the products while the cost remains constant. The retailers generally use personal connections to locate reliable suppliers that they can trust in order to share trade information.
Although the own brands are made via different sources, they share one common feature that is to exploit their own resources. In doing so, the value or the uniqueness of the products can be achieved while the cost is still kept at a lower level. For mid-range own brands, resource-based innovation plays a major role. For this reason, the mid-range own brand model works well in China's market. The Chinese retailers' experience has also supported the notion that the Generic Strategies of Porter, i.e. low cost and differentiation, combined as suggested by Hunt's R-A theory, can yield a mid-range position of greater customer satisfaction and greater profits.
Conclusion
The study has explored three kinds of Chinese own brand strategies in the grocery sector. These strategies are low cost, high quality and mid-range. The study has also further identified the preferred strategy, i.e. mid-range own brand strategy which permits the retailers to achieve a competitive advantage in China's market. Moreover, the study has revealed the key factor behind this preferred Chinese own brand strategy is the firm's resources. These relevant resources from this study are organisational and relational resources which have been generated from four types of sources. Retailers that possess these resources can achieve cost leadership and differentiation simultaneously.
The findings from this study suggest a number of international and managerial implications that Western and Chinese retailers might consider when developing Chinese own brand strategy. First, since the utilisation of a firm's resources is the key factor to the preferred Chinese own brand strategy, then identifying firm's resources should take place prior to the development or expansion of own brands. Second, the competition among the own brands relates back to the respective resources of the competitors. Therefore, the firm's resources determine the success or failure of a firm's own brand strategies. Third, since the more appropriate resources the firm has, the stronger its own brand will be; this reveals the direction for future research. Determining how to identify, develop and exploit the specific resources pertaining to each retailer becomes the new challenge for building Chinese own brands. Therefore, further investigation in this arena is needed in order to address the issues of where and how these resources may be available and feasible for utilisation by the retailers in China's market.
